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HIGHLIGHTS OF BUSINESS IN MARCH 


March was a month of stability. At the end, a drop in 
unemployment following earlier estimates of continued 
advances and the revival of retail trade with the approach 
of Easter injected a note of optimism. Although output 
of some materials eased a little as supply approached 
demand, over-all production was maintained at near- 
record levels. On the other hand, sharp price breaks in 
several commodities previously strong were reported in 
the last week and distribution continued to lag. 

Indicative of the changing situation is the slackening 
in steel production in the first week of April to 988 
percent of capacity. This was the second week that steel 
production was less than 100 percent of capacity, after 
10 weeks of overcapacity production. With supply more 
in line with demand and with order backlogs declining, 
overcapacity operation is no longer deemed essential. 


Unemployment Halted; Employment Rises 

The Census Bureau has reported that unemployment 
declined by 54,000 to 3,167,000 in March. The primary 
significance of this is that no further increase appears to 
have occurred. Although the estimate of the decline is 
subject to a sampling error of about 250,000, it leaves 
little doubt that the rise in unemployment has ended. The 
supposition that unemployment may be declining is bol- 
stered by a reported drop in both new and continued 
claims for unemployment compensation filed with the 
Federal Security Agency in the week ended March 26. 

Total employment rose in the Census week of March 
to 57,650,000, about 500,000 above the level of February. 
The seasonal rise in farm employment, which came later 
last year, accounted for almost all of the increase. Non- 
farm employment remained virtually stable at 50,300,000, 
less than 200,000 below March of 1948. 


Price Trends Mixed 


Wholesale prices declined slightly during March, the 
BLS index of wholesale prices falling to 158.1 in the 
week ended April 2, as compared with 158.5 in the be- 
ginning of the month. However, the decline was anything 
but uniform. Contrary to the situation in past months, it 
was the farm component of the index that showed 
strength as food and other commodities weakened. While 
the farm component rose — the first time in eight months 


—and food prices declined slightly, several important 
readjustments were taking place in the prices of such 
raw materials as steel scrap, lead, zinc, and to a minor 
extent copper. This is reflected in the drop in the index 
of 28 basic commodities from 272 in the week ended 
February 26 to 259 at the end of March. 


Retail Trade Slow 


Department store sales in March were well below the 
level of March, 1948, on an unadjusted basis. At 278, the 
index for the week ending March 26 was 16 percent below 
the level of the corresponding week last year. However, 
the difference is largely, perhaps wholly, due to the late- 
ness of Easter, which falls on April 17 this year as com- 
pared with March 28 last year. 

It is perhaps significant that, at $8.9 billion, the level 
of retail sales in February was almost identical with that 
of last February. The main difference is in their distri- 
bution: this February more money was spent in durable 
goods stores, less in nondurable goods stores. 

Consumer credit declined by $1 billion in the first two 
months of 1949 to $14.9 billion at the end of February. 
This marked the sharpest drop for any similar period 


-since the end of the war, but left the total amount of 


consumer credit outstanding nearly $2 billion above last 
February. This letdown reflects the recent declines in 
sales. Whenever retail sales reach a peak and level off, 
consumer credit usually follows suit after a short lag. 


Capital Expenditures Outlook Bright 


If business carries out its intentions, $9.5 billion will 
be spent for new plant and equipment in the first half of 


1949. This is 5 percent above the amount spent by business — 


for the same purpose in the first half of 1948, a forecast 
found surprising by many in view of the pessimism 
prevalent in the past few months. 

In the second half of the year, business proposes to 
reduce its new plant and equipment expenditures to $8.8 
billion, which would be 14 percent below the $10.2 billion 
spent in the last six months of 1948. However, the esti- 
mate for the last half of 1949 may be unduly conservative, 
as many firms are postponing capital commitments so far 
in the future, until economic trends and government 
policy become more apparent. 
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Psychology in Business 


The account of the business situation that you get on 
“good authority” from the rumor mill goes something like 
this: “We are in the midst of a psychological recession. 
There is nothing you can do about mass psychology, no 
matter how illogical it may be. Things are bound to go a 
lot lower before the turn comes.” 

It seems surprising at times how ready an acceptance 
this kind of thinking gets — even, or perhaps most of all, 
by economists. Recently, Dr. Nourse, Chairman of the 
President’s Council of Economic Advisers, told newsmen, 
“we find ourselves in a period of disinflation,” or release 
from inflation, and not in a deflationary trend. But, he 
added, if the country gets jittery, it “might snowball into 
a recession.” The reporters correctly interpreted the re- 
assuring intent of his statement, but the last part in effect 
negates assurance and leaves the forecast open to judg- 
ments about other people’s stability and calmness under 
stress. 


Psychological Factors in the Disinflation 


There can be little doubt that fear of a decline has 
affected the postwar business situation. The general prev- 
alence of a kind of depression psychology throughout this 
period has been one of our most important weapons in the 
fight against inflation. Most important among its effects 
have been the consistent efforts of business to hold in- 
ventories within bounds and to avoid speculative excesses. 

Some recent aspects of inventory avoidance have al- 
ready been mentioned in this Review, among them the 
sharp reduction of department store orders outstanding to 
half the end of 1947 level and the recent sharp deflation of 
farm prices. In the last few weeks it has been carrying over 
into the industrial materials field. The price of lead has al- 
ready declined by about a fourth, and the gray market in 
steel is well on the way toward elimination. The scramble 
to obtain supplies without regard to cost is about ended. 

In the stock market, prices have fallen to a point 
which not only raises earning and dividend yields to a 
record level, but in many cases puts share prices below 
net current asset values. A market analyst who supports 
his pessimistic views with charts that “reveal all the 
secrets of market behavior” 
real values underlying corporate securities as “Pish- 
posh!” Here we have one of the most startling facts of 
financial history — the fact that the plant and equipment 


refers to such analysis of 


of the world’s most productive economic machine are be 
ing given away free, in fact, with a bonus on current 
account — referred to as mere “pish-posh” because the 
aberrations of speculative psychology are held to be over. 
whelmingly important. 

We seem even to have convinced the consuming public 
that it can gain by a speculative withholding of purchases 
The question many intelligent buyers have been consider. 
ing is how much the use of an electrical appliance, or 
other expensive durable good, would be worth to them in 
the period before prices come down. Farmers perhaps 
moved fastest in this direction, being impressed with de- 
flationary prospects by the declines in farm prices, but 
conservatism in spending has not been confined to the 
farmers. There has been a definite hesitation in sales; 
and as this was carried back through the stages of pro- 
duction and distribution, and amplified by efforts to 
limit or reduce inventories, it produced a real letdown, 

Yet, the volume of spending is at present only slightly 
below normal. Through all the period for which statis- 
tical data are available, the relationship between con- 
sumers’ income and expenditures has been a dependable 
one. This relative stability in consumer spending derives 
in part from the extremely large number of consuming 
units. There are always some families whose income and 
expenditures are increasing and others whose are decreas- 
ing. When one person is deciding to postpone a purchase 
for the time being, another is deciding that now is the 
time to buy. In the aggregate of 45 million families and 
individual spending units, these differences average out, 
so that spending almost always assumes normal propor- 
tions. Even in periods of most general pessimism, con- 
sumer expenditures are well maintained, so much so as 
to hold in check the general decline. 


Psychology Plays a Limited Role 


Hopes, fears, anticipations, and other purely psycho- 
logical factors have only limited economic effects, aside 
from speculative buying or selling and related changes in 
inventory policy. There are certain basic and continuing 
needs which constitute the primary goals of economic 
behavior; and while waves of pessimism or optimism may 
produce deviations from the rates of activity determined 
by these more basic economic factors, such deviations 
are limited in amount and in duration. 

From an economic point of view, it is the behavior 
of the whole individual that is important and not his state 
of mind at any given moment. There are times when fear 
obviously influences his behavior. He may whistle in the 
dark as he passes a cemetery at night, and if he thinks he 
sees ghosts, he may even lose his appetite for the mid- 
night snack he usually enjoys; but by morning he will 
probably be as hungry as ever. He may think clothes are 
overpriced, but he will buy a new suit rather than lose 
prestige by appearing in the old one. He may think house 
prices are going down, but he will risk the loss if it is 
necessary to get suitable shelter for his family. 

The operation of business enterprises is not essentially 
different. The businessman may expect a decline, and he 
may cut his inventories, but he will produce enough to 
fill the orders he receives; and as soon as the expectations 
of a decline prove to be mistaken, he will again rebuild 
his inventories, to increase his sales and to operate his 
business most conveniently for himself and his customers. 
When demands are strong, so that he is operating under 
pressure with no reserves of capacity, as in the case of 


(Continued on page 9) 
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HOGS: OUR ADAPTABLE CORN CONVERTERS 


Hog production is the leading livestock enterprise in 
Illinois. The 1948 Illinois pig crop, the fourth largest on 
record, was second only to Iowa’s. Up one percent from 
1947, the 9 million pigs raised last year represented over 
10 percent of the nation’s total production. According to 
the last Census of Agriculture, Henry County, Illinois, is 
the greatest hog-producing county in the United States, 
with fifth, seventh, and eighth places going to Bureau, 
Mercer, and McLean counties. 

The Department of Agriculture estimates that the 
nation’s pig crop will be 10 percent greater this spring 
than last, which means that the number of hogs marketed 
next fall will probably be the largest since 1943. Nor- 
mally, last year’s record corn crop and the strong national 
demand for meat would bring more than a 10 percent 
increase in hog production, but farmers have the advan- 
tage of definite corn price supports for their 1949 crop 
and fear that the price of hogs might drop sharply before 
a bigger spring crop could be marketed. 


Hog Raising in the Corn Belt 


Yearly hog production is greatly influenced by the 
size of the corn crop. Most of our corn goes into con- 
sumption as animal products and would have no market 
in its original form. Normally, it is profitable to convert 
corn into pork when 100 pounds of hog on the hoof will 
bring as much or more than 12 bushels of corn, the 
amount necessary to add 100 pounds of pork to the hog’s 
weight. The relation between the prices of corn and hogs 
is known as the corn-hog ratio, and is the greatest single 
influence on the quantity of pork produced each season, 
within the limit imposed by the number of brood sows on 
the nation’s farms. Since farmers tend to respond in 
unison to price changes, the hog market runs in cycles, 
high and low prices alternating at fairly definite intervals. 
In March, the Illinois corn-hog ratio showed 100 pounds 
of hog equal in value to 17.4 bushels of corn, creating a 
very favorable outlook for spring hog production. 

Hog production is a very flexible enterprise, and can 
be easily adjusted to a short or an abundant corn crop, 
since hogs mature quickly and multiply rapidly. With 
prices favorable, probably no other class of livestock 
offers greater or quicker returns on an investment. Adapt- 
able to every size and type of farm, hogs require less 
preparation, expense, equipment, and capital than any 
other kind of livestock. 

Good management, however, is necessary for success- 
ful hog raising, and sanitation, good breeding stock, com- 
plete records, and careful handling are “musts” for profit- 
able hog production. It used to be thought that it was a 
pig’s nature to wallow in mud and live in filth, but a 
cleanliness drive begun in McLean County about 20 years 
ago proved that hogs used the mud, usually germ-infested, 
merely to keep cool and keep the flies off. The old- 
fashioned pigsty is now being displaced by pig houses with 
concrete floors, running water, and clean feeding troughs. 


Special care must be given the young pigs during the 
first few weeks after farrowing, when hog mortality is 
highest. In the fall of 1948 an average of 6.58 pigs per 
litter was saved in the United States, a record high. 
Even better was the new Illinois record of 6.66 pigs saved 
per litter. These records are largely the result of the new 
scientific methods of pig raising, which last fall netted 
enough extra hogs to put 78 million additional pork chops 
on the nation’s tables this spring and summer. 


Adapting Breeds to Needs 


The modern hog is a blend of original European and 
Asiatic types of swine. Hogs are not native to the United 
States; the foundations of American breeds of swine were 
the imports made during early American history. The first 
hogs were brought to the Western Hemisphere by Colum- 
bus on his second voyage to Cuba in 1493. About 1620 the 
English settlers in the Virginia colonies brought over 
large numbers of hogs, but highly bred pork-producing 
hogs were not imported until 1760, when George Wash- 
ington, to improve American breeds, imported prize hogs 
from England for Mount Vernon. 

None of the European hogs satisfied the early Ameri- 
can settlers, who soon started developing a new kind of 
hog, known as the lard type. The pioneers turned to fat 
pork and lard to furnish the energy needed for back- 
breaking physical labor, and found, also, that fat pork 
responded better than lean meat to the dry salt and brine 
cures which were used almost exclusively to preserve 
meat. The most important influence in the development 
of the lard hog, however, was the feed available. Pioneer 
farmers wanted hogs with unusual capacity to consume 
corn which, because it is deficient in protein and ash, has 
a tendency to produce fat at the expense of lean meat. 
The result was a distinctly American hog having a very 
wide, deep body, and remarkable ability to store fat. _ 

As the population became more urban, and occupations 
more sedentary, Americans demanded more and more 
leaner meat. In addition, lard substitutes came into wide 
use in the 1920’s and by then the pork market was de- 
manding quality, plumpness, and early maturity, with only 
enough fat to give good quality roasts and chops. The 
consumer’s desire for small, lean cuts with a minimum 
of lard gradually led to a change in lard breeds to longer, 
lean types. Today, although the lard type of hog still pre- 
dominates in America, it has been modified, both by care- 
ful breeding and by feeding corn supplements, to meet 
the changing demands of the pork market. 

Only to the extent that future hog raising attains a 
sufficient volume, with breeding directed toward the pto- 
duction of meat rather than lard, will it provide a chan- 
nel of consumption for our corn. Otherwise, the corn 
price support program would have to be modified to cur- 
tail production and prevent the piling up of surpluses. 
Thus, hog raising plays a vital role in maintaining the 
Corn Belt as the greatest agricultural region in the world. 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS 


Percentage Changes January, 1949, to February, 1949 


=20 =22 
COAL| PRODUCTION 


ELECTRIC POWER 


EMPLOYMENT — 


CONSTRUCTION] CONTRACTS AWARDED 


QREPARTMENT STO 


NK DEBITS 


ILL. 
us 


FARM PRICES 


ILLINOIS BUSINESS INDEXES 


Percentage 
Feb., 1949 

Items (1935-39 | Change from 

= 100) Jan. Feb. 

1949 1948 
Biectsic power*®. 246.6 —11.5 | + 1.5 
Emplo ment — manufacturing’. . 122.9 1.9) — 7.4 
Payrolls — manufacturing*...... 287.6 — — 4.1 
Dept. store sales in Chicago*....| 213.2 — 9.0} — 7.3 
Consumer prices in Chicago*....| 172.9 — 1.2) + 2.4 
Construction contracts awarded*; 191.8 — 1.4] —25.4 
241.2 —17.6| — 8.4 
es 222.5 — §.3 | —17.1 
Life insurance sales (ordinary)*..| 169.8 — 3.1| — 4.2 
Petroleum production™......... 219.8 —11.5|} — 1.8 


1 Fed. Power Comm.; III. ut of Mines; *Ill. Dept. of 


* Fed. Res. Bank, 7th Dist. ; ; 5 Bur. of Labor Statistics; 
Dodge Corp.; ? Fed. Res. Bd.; * Ill. Coop. Crop Repts.; ® Life | ny Agcy. 
Manag. Assn.; Ill. Geol. Survey. 


UNITED STATES MONTHLY INDEXES 


Percent 
Fe Change from 
1949 1948 
Annual rate 
in billion $ 

Personal income'............. 217.0" — 1.1) 454 
Manufacturing* 

wie 32.0% — 0.6) +111 
New construction activity! 

Private residential.......... $.1 —13.3 | + 62 

Private nonresidential....... 5.6 — 4.1/ +62 

Public nonresidential........ 3.0 —10.6 | +52.4 
Foreign trade! ‘ 

Merchandise exports........ 13.0 — 5.1} — 

Merchandise imports........ 6.8 — 3.6) — 2.5 

Excess of exports........... 6.2 — 6.8) — 7.9 
Consumer credit outstanding? 

Installment credit.......... — 0.6) +274 
Business 15.2> — + 47 
Cash farm income’............ 21.2 —30.5 | — 35 

Indexes 
(1935-39 

Industrial production? = 100) 

Combined index............ 1898 — 1.0) — 2.6 

Durable manufactures..... .. 226" — 0.4 0.0 

Nondurable manufactures. . . 173° — 0.6; — 3.9 

Manufacturing employment‘ 

Production workers......... 157 — 1.1} -— 3.9 
Factory worker earnings‘ 

Average hours worked....... 105 0.0; — 2.0 

Average hourly earnings..... 230 — 0.3 | + 7.0 

Average weekly earnings..... 242 -—- 0.3) +48 
Construct. contracts awarded®..| 240 +17.6 | —17.0 
Department store sales?....... 273° — 5.2} — 4.6 
Consumers’ price index‘t....... 169 — 1.1}; +09 
Wholesale prices‘ 

All commodities............ 196 — 1.6}; —18 

Farm prices® 

Received by farmers........ 241 -75 

196 — 1.2} — 1.6 

an y 105¢ — 2.8) — 6.2 


A. As of end of month. 


dexes, 1909-14 


UNITED STATES WEEKLY BUSINESS STATISTICS 


© Based on official in- 


ept. of Commerce; ? Federal Reserve Board: 2U. S. Dept. 


S. Dept 
of Agriculture; *U. S. Bureau of Labor Statistics; 5 F. W. Dodge Corp. 


1949 1948 
Item 
Mar. 26 | Mar. 19 | Mar. 12 Mar. 5 Feb. 26 | Mar. 27 
Production: 
SE REIS OL thous. of short tons. . 395 493 1,725 1,710 1,812 362 
Electric power by utilities........... mil. of kw-hr........ 404 5,496 5,531 5,552 5,559 5 ,065 
Motor vehicles (Wards)............. number in thous... . 116.2 115.7 109.1 113.3 114.1 101.9 
5,130 5,145 5,123 5,187 5,344 5,377 
Freight carloadings................... thous. of cars....... 596 608 709 706 688 664 
Department store sales................ 1935-39 =100....... 278 261 256 244 232 331 
Commodity prices, wholesale: 
1926=100.......... 158.2 158.5 159.0 158.8 158.5 162.4 
Other than farm products and foods. .1926=100.......... 151.6 152.0 152.3 152.3 152.2 147.8 
August, 1939 =100... 259.4 262.7 269.7 270.8 272.5 315.9 
inance: 
14,962 15,095 15,106 15,147 15,222 14,484 
Failures, commercial................ 166 210 179 185 180 101 


Source: Survey of Current Business, Weekly Supplement, April 1, 8, 1949. 
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Employment and Wages Maintained 


Bureau of the Census estimates of employment in 
March indicate moderate improvement. A seasonal rise in 
farm employment accounted for virtually all of the March 
increase. Unemployment made the seasonal turn, revers- 
ing a four-month upward movement. Data are as follows, 
in thousands of workers: 


1949 1949 1948 
Civilian labor force.......... 60,814 60,388 59,769 
Employment............... 57,647 57,168 57,329 
Nonagricultural........... 50,254 50,174 50,482 
Unemployment............. 3,167 3,221 2,440 


A stoppage in coal mining kept most of the members 
of the United Mine Workers off the job for a two-week 
period beginning March 14. The coal stoppage involved 
more than 450,000 miners east of the Mississippi, and 
brought inventories down about 20 million tons. In addi- 
tion to the idle miners, more than 65,000 rail workers 
were furloughed as coal shipments fell. In Illinois, min- 
ing operations were continued by 17,000 members of the 
Progressive Mine Workers of America, so that Illinois 
coal production for the month did not show as great a 
drop as occurred in other states. 

The dispute between the railroads and the 16 non- 
operating unions, which had dragged on for nearly a year, 
was finally settled in March. The settlement between the 
union’s 1,000,000 members and the railroads was made 
along the lines recommended some time ago by the 
President’s fact-finding board. A delayed “third round” 
agreement, it provides for shortening of the work week, 
with higher wage rates and changes in working rules. 

The Bureau of Labor Statistics reports that at $54.25 
the average weekly wages of more than 12 million manu- 
facturing workers in February were about the same as ‘in 
previous months, In durables a fractional decline in aver- 
age hours worked was coupled with a 48-cent drop in 
average weekly wages, whereas an opposite movement 
took place in nondurables, with the length of the average 
work week and average weekly wages rising a little. 


Production and Inventories Steady 


Primarily because of the stoppage in coal mining, in- 
dustrial production fell again in March. Weekly soft coal 
output dropped from an average of over 10 million tons 
to less than 3 million tons a week. In other sectors of the 
economy, however, production remained high, especially 
in such basic industries as steel and automobiles. Steel, 
which had been operating above rated capacity since mid- 
January, dropped slightly below the capacity level in the 
last week of March. Net tons of ingots produced con- 


| Sistently averaged more than 1,800,000 tons weekly. Atito- 


motive production remained above 110,000 units weekly 
except for the week of March 7, when it fell somewhat 
because of a supplier’s strike affecting one company. 

Manufacturers’ sales totaled $16.2 billion in Febru- 
ary, a decline of $450 million from January. Fewer work- 
ing days in February were responsible for part of the 
decline. Two-thirds of the drop was in nondurable goods 
sales, which fell to $9.4 billion, slightly below January 
sales, after seasonal adjustments. Durable goods sales 
decreased $150 million to $6.8 billion, but when adjusted 
for the seasonal elements, there was practically no change 
from January. 


RECENT ECONOMIC CHANGES 


Retail sales totaled $8.9 billion, the same as in Febru- 
ary, 1948, and in January, 1949. A breakdown shows, 
however, that while durable goods sales on a seasonally 
adjusted basis were climbing 4 per cent above January, 
nondurable goods were sliding down 2 percent, mainly 
because of drops in sales of apparel and general mer- 
chandise. 

Manufacturers’ inventories at the end of February, 
when adjusted seasonally, were the same as at the end 
of January. Book values were estimated at $32 billion. 
Durable goods inventories totaled $15.2 billion, less than 
$100 million above January; inventories of nondurable 
goods totaled $16.8 billion, just slightly below January. 


Gloom in the Cotton Industry 


For months, the cotton industry has given the appear- 
ance of being in a slump. Spindle-hours worked and num- 
ber of workers employed have been declining and manu- 
facturers have complained of falling demand and 
narrowing profit margins. Important factors in the 
lowered demand have been the disappearance of the post- 
war backlog of demand and a decline in exports. From 
1947 to 1948 exports fell from 14 percent to 7 percent of 
production. Since foreign manufacturers are now getting 
back into operation, the prospect for exports of cotton 
goods is not bright. As shown by the accompanying chart, 
the index of cotton consumption, based on the first six 
months of 1946, has shown a downward trend throughout 
1947 and 1948. On the other hand, the wholesale prices 
of cotton goods have retained the gains made in the latter 
part of 1946, though steady declines since April, 1948, 
eliminated all subsequent advances, and the downtrend 
continued during March. With prices coming down, and 
competitive conditions favoring the return of low-priced 
lines, production of cotton goods may again turn up, 
putting cotton consumption on a more normal basis. 


INDEXES OF COTTON PRICES 
AND CONSUMPTION 


JAN-JUNE,1946*100 

180 

140 
120 


COTTON CONSUMPTION 


JFMAMJJASOND JFMAMJJASOND JFM .. 
1947 1948 
Sources: Commerce Department; 
Bureau of Labor Statistics. 
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Prices Shaded Slightly 


Wholesale prices, as reported by the BLS, still move 
within a narrow range about 158 or 159 percent of the 
1926 average. A slight rise in the early part of March 
was followed by a three-week slacking off that left the 
index slightly down for the month. 

A stiffening in farm prices stopped the downward 
trend in the farm parity ratio which had continued for 
several months. The index of prices received (1909-14 = 
100) rose from 258 on February 15 to 261 on March 15, 
whereas the index of prices paid rose from 245 to 246. As 
a result, the parity ratio recovered part of the previous 
month’s decline, rising from 105 to 106. 

The consumers’ price index has fallen for the fifth 
straight month, dropping 1.1 percent between January 15 
and February 15 to 169 percent of the 1935-39 average. 
At that level, the index was less than 1 percent above 
that of February 15, 1948, although it was still 27 per- 
cent above June, 1946, when price controls were lifted. 
A more than seasonal decline in food prices, amounting 
to 2.5 percent, was the most important factor. Smaller 
declines occurred in apparel and housefurnishings. 

Price cuts in durable goods, such as automobiles, are 
becoming more numerous. Willys-Overland has cut unit 
prices $25 to $270; Kaiser-Frazer cuts ranged from $198 
to $334; Ford has announced decreases ranging up to 
$120; Nash prices are down $20 to $120; General Motors 
announced cuts late in February amounting to $150 in 
some lines. Most of the larger cuts were either on trucks 
or on the more expensive cars. Price cuts have also been 
made in home. appliances such as refrigerators, ranges, 
and home freezers, all of which would seem to mark a 
return to more competitive conditions. 


Rent Controls Extended 


A new rent control bill was signed into law on March 
30, extending controls to June 30, 1950. It allows states to 
pass their own laws regulating rent ceilings, and with 
the governor’s consent, permits localities to end rent con- 
trols when they deem it advisable. Other clauses provide 
for a “fair net operating income” for house owners, for 
nation-wide eviction rules to supersede local rules; and 
for triple-damage suits by the Federal Housing Expediter 
on behalf of injured tenants. Controls may also be re- 
established in areas where rents rise unduly after the 
termination of regulation. More than 14 million rental 
units are covered by the law. 


Stock Margins Lowered 


The Federal Reserve Board has lowered the margin 
on stock purchases to 50 percent, the level of early 1945. 
Registered stocks can now be bought on the basis of half 
cash and half borrowed funds, with the stock held as 
collateral. On the day following the reduction, 1,800,000 
shares changed hands, as compared with an average 
turnover of about 700,000 shares daily in past weeks. 
Almost immediately, however, trading resumed its slug- 
gish pace. 


Capital Investment to Remain High 


A joint SEC-Department of Commerce report indi- 
cates that nonagricultural businesses plan to invest a total 
of $18.3 billion in new plant and equipment this year, 
about 5 percent below the capital expenditures of $19.2 
billion in 1948. Higher in dollar amounts than in any year 
except 1948, capital expenditures planned this year will 
add approximately the same in physical units as outlays 


of $16.2 billion added in 1947. Investment of an estimated 
$4.7 billion during the first quarter will be about 12 per. 
cent above the same quarter of 1948; investment in the 
second quarter is estimated at $4.8 billion, about the same 
as in the second quarter of last year. 

For the first half of the year, outlays will be about 5 
percent above those of the first half of 1948. Plans for the 
latter half of the year indicate a 14 percent decline from 
last year. Manufacturing, transportation other than rail. 
roads, and commercial and miscellaneous businesses antic. 
ipate lower expenditures than last year; mining, rail. 
roads, and electric and gas utilities anticipate higher 
expenditures. 


Trade Situation Improves 


The nation’s foreign trade, which has been supported 
to a considerable extent by U..S. government grants and 
government loans since the war, moved toward a closer 
balance of exports and imports in 1948. Department of 
Commerce data indicate a sharp fall in the excess of 
exports of goods and services over imports, from $112 
billion in 1947 to $6.3 billion in 1948. This narrowing of 
the gap has been accompanied by declines of about $1 
billion in government aid and $400 million in Interna- 
tional Bank and Fund dollar disbursements. The accom- 
panying chart shows the trade picture for 1947 and 1948 
by quarters. The decline in exports for the first three 
quarters of 1948 was chiefly due to more effective restric. 
tion of dollar exchange and rising production abroad. 
The upturn at the end of the year was caused by increas- 
ing ECA shipments, as earlier authorizations were trans- 
formed into actual exports. Imports have risen as 
production rose sufficiently abroad to enable foreign 
countries te increase their exports to us. However, ac- 
cording to the analysis of 1948 international transactions 
in the March Survey of Current Business, imports in the 
fourth quarter remained below their prewar proportion 
to domestic production. 


UNITED STATES EXPORTS AND 
MEANS OF FINANCING 


IN BILLIONS OF DOLLARS 
25 


1947 1948 
#OTHER AND UNACCOUNTED FOR 
ACCUMULATION OF DOLLAR BALANCES 


Source: Commerce Department. 
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Labor 


The United States Department of Labor has published 
a history of the government’s wage stabilization program 
and ‘labor disputes settlements during and since World 
War II. The Termination Report of the National War 
Labor Board (in three volumes) gives a detailed account 
of the wartime development of governmental policy on 
wages and labor disputes, and includes copies of all 
important policy statements and decisions. Individual 
chapters cover such issues as union security, check-off, 
grievance procedure, seniority rules, ability to pay, intra- 
plant equities, individual wage-rate adjustments, wage 
incentives, sick leave, and severance pay. 


The National Labor Relations Board had the busiest 
year of its history in 1948, issuing decisions in 2,079 
cases. The 12 percent increase over the previous record 
output in 1944 is attributed chiefly to the enlargement of 
the Board from three to five members. Of the unfair 
labor practice charges filed during the first ten months 
of the Taft-Hartley Act, 77 percent were against em- 
ployers, and unions won 73 percent of the collective bar- 
gaining elections conducted by the Board during the first 
year under the Act. 


Building Codes 

A new study made by the Building Technology Divi- 
sion of the National Bureau of Standards on the present 
status of building codes in the United States is reported 
in the March issue of the Technical News Bulletin of the 
Bureau of Standards. The article reveals that most of the 
nation’s building codes need overhauling, and that almost 
30 percent of the municipalities in the United States have 
no building regulations at all. Inadequate or obsolete 
building codes are a hazard to public safety, and are 
against the interests of property owners. Revision is 
primarily a municipal responsibility, but engineering ad- 
vances pose a testing job far beyond the scope of local 
agencies. Few cities have kept up with engineering 
developments or tackled the job of testing and evaluating 
new methods and materials. The National Bureau of 
Standards, however, has carried on an extensive con- 
struction-testing program and has placed the results at 
the disposal of Federal, state, and local authorities. 


New Du Pont Plastic 


The Du Pont Company recently announced a new 
plastic, to go on sale in 1950. Called Teflon, the plastic 
has the ability to continuously withstand temperatures 
from 550 to 575 degrees Fahrenheit, higher than -oven 
baking temperatures. It is resistant to all acids, including 
those that will dissolve gold and platinum, and has elec- 
trical properties that make it a superior insulating mate- 
rial at high frequencies. Because of its nonadhesive 
qualities, in some instances it is even better than polished 
metals for handling sticky materials, and its durability is 
such that when employed as packing in stainless steel 
valves, it will last for the life of the valve. 


Interest Rate Differentials 


Recent surveys made by the Federal Reserve System 
have yielded important new data on interest and discount 


BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


rates charged on bank loans, and the relationship of the 
rates charged to the characteristics of loaners and bor- 
rowers. “New Statistics for Inierest Rates on Business 
Loans,” an article by Richard Youngdahl in the March 
Federal Reserve Bulletin, discusses the current bank loan 
market and average rates charged on short-term com- 
mercial loans in 19 leading cities since 1939. The new 
data cover average rates by size-group of loans, and rates 
for each of these size-groups by regions: New York 
City, 7 northern and eastern cities, and 11 southern and 
western cities. New York City rates were consistently 
lower than elsewhere. As shown in the chart, the wide 
variation in rates charged at any one time is reflected 
more in size differences among loans than in city or 
regional differences. Interest rates tend to be consider- 
ably higher on small loans, a fact only partly accounted 
for by cost differences. In considering the differentials it 
should be remembered that banks in smaller communities 
commonly charge higher interest rates than the large 
city banks included here. 


AVERAGE INTEREST RATES FOR 
SHORT-TERM BUSINESS LOANS 
INTEREST RATE 


PERCENT 

. BANKS IN SELECTED CITIES 
NEW YORK CITY 
NorTH acasT fy 

4b soutH awest 

ie 


1-10 10 — 100 100-200 200 8OVER 
SIZE OF LOAN IN THOUSANDS OF DOLLARS 
Source: Federal Reserve Bulletin, March, 1949. 


Radio Listening Study 


Latest bulletin published by this Bureau is Number 
68, Qualitative Analysis of Radio Listening in Two Cen- 
tral Illinois Counties, by Charles H. Sandage. In this 
survey of the extent and character of radio listening in 
Champaign and McLean counties, the diary method used 
yields a detailed analysis of the influence of such factors 
as area of residence, education, sex, and age on individual 
listening. 
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STATE AID IN ILLINOIS 


H. K. ALLEN, Professor of Economics 


A generation ago the functions of local governmental 
units were financed almost exclusively from local sources 
of revenue. In 1947, however, 28 percent of the total gen- 
eral revenue ef local governments in the United States 
was derived from state aid. State aid to local governments 
includes both grants-in-aid and local shares of taxes im- 
posed and collected by the state. 

The increase in state aid is a result of several factors. 
Functions such as highways and education which were 
formerly considered as being largely of local interest 
have come increasingly to be recognized as matters of 
state-wide, or even nation-wide, concern. Yet the local 
governments in a large majority of the states still have 
important responsibilities in the administration of such 
functions. With reservations as to the amount, state aid 
to local units in the financing of functions of state-wide 
interest has received strong popular support in most 
states. 

The marked expansion of services performed by local 
governments, together with the limited sources of local 
revenue, is another cause of the increase in state aid. 
Although the services of cities and other local units have 
expanded greatly, these units are still dependent to a 
large extent upon the property tax for their revenue. 
With the exception of the property tax, the big revenue- 
producing taxes have been largely pre-empted by state and 
Federal governments. Property taxes respond slowly to 
changing economic conditions. Property owners, more- 
over, have presented strong opposition to bearing the in- 
creased burden of financing local government. State aid 
has been widely advocated as a solution for this problem. 
Variations in State Aid 

State legislatures have responded with varying de- 
grees of generosity in meeting the popular demand for 
an increase in state aid. Chart 1 shows per capita amounts 
of state general revenue in Illinois and selected other 


Chart 1—PER CAPITA STATE GENERAL REVENUE 
AND AID TO LOCAL GOVERNMENTS, 1947 
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states in 1947, including all taxes except unemployment 
compensation taxes and all nontax income such as Fed. 
eral grants and business charges or licenses. With per 
capita state general revenue of $48.93, Illinois ranks third 
from the lowest in the group and below the 48-state aver. 
age of $54.08. 

The chart also shows the portion of such revenues 
going into state aid to local governments. It will be noted 
that per capita state aid in Illinois is less than that 
for any other state in the group and less than the 48 
state average. The amount in Illinois is $10.10, as com- 
pared with $30.32 in New York (highest for the group), 
$10.57 in Pennsylvania (second lowest), and $18.35 for 
the 48-state average. The major categories of state aid 
in the operating budget of Illinois in 1947 are as follows: 


Roads and streets............. 31,324,914 


The fact that both per capita state aid and per capita 
general state revenue in Illinois are low as compared with 
other states is sometimes used as an argument for an in- 
crease in state aid. It is entirely possible that an increase 
in state aid is warranted to assist local units in financing 
functions of state-wide interest. That such an increase is 
justifiable cannot properly be concluded, however, from 
the fact that per capita state aid and per capita state 
revenue are low in Illinois as compared with other states. 


The Importance of Local Taxes 


An analysis of state aid must take into consideration 
the allocation of functions betwen the state and the local 
governments, the need of local units for state aid, the 
tax sources available to finance the services, legal limi- 
tations pertaining to state aid, and the sentiment of the 
people relative to home rule. State and local functions 
and finances are inextricably interwoven and must be 
considered as a whole, not as separate unrelated parts. 

The cost of these services to the people is indicated 
more clearly by taxes than by revenues, and the tax data 
are also free of the duplication which exists when trans- 
fers from one government unit to another are included. 
Chart 2 shows the result when per capita state taxes and 
per capita local taxes are combined. While per capita 
state taxes in Illinois, like per capita general state reve- 
nues, are below the 48-state average, per capita state and 
local taxes combined are substantially above the average. 
It will be observed that Illinois ranks fourth from the 
top among the states included in the chart, with reference 
to per capita state and local taxes combined. Among all 
48 states Illinois ranks 29th from the highest with refer- 
ence to per capita state taxes, but the rank is 10th when 
per capita state and local taxes are combined. 

The tax effort of the state and local governmental 
units in Illinois is also about in line with other wealthy 
states when measured in terms of income. The table 
shows the percentages of per capita state and local taxes 
to per capita income payments in 1947 for the same group 
of states included in the charts. It will be noted that the 


percentage in Illinois is 5.7 as compared with 6.1 for _ 


the 48-state average. Among the eight states included in 
the group, Illinois ranks fifth from the highest with ref- 
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Chart 2— PER CAPITA STATE AND LOCAL TAXES, 
1947 
PER CAPITA AMOUNT 


NEW YORK 
CALIFORNIA 
WISCON SIN 


ILLINOIS 


MICHIGAN 


48- STATE 
AVERAGE 


OHIO 


INDIANA 


GENERAL REVENUE” 
i i i ated 


i i 
0 $20 $40 $60 $80 $100 $120 
# EXCLUDING UNEMPLOYMENT COMPENSATION TAXES 
Source: Bureau of the Census. 


erence to the percentage of taxes to income. Among all 48 
states Illinois ranks 8th from the top in per capita in- 
come payments, 10th in per capita state and local taxes. 


limitations on State Aid in Illinois 


Although the total amount of state and local taxes 
collected in Illinois compares favorably with other states, 
a larger proportion of the total is derived from local 
taxes in this state than in most other states. One reason 
for the relatively heavy reliance on local taxes in Illinois 
is that the effect of particular constitutional provisions is 
to limit state aid to functions that are of state-wide in- 
terest. This constitutional requirement is consistent with 
the doctrine proclaimed in many quarters that local func- 
tions should be financed from local taxes. Home rule, it 
is argued, requires not only that local governments man- 
age their own affairs but that they assume major fiscal 
responsibility for them. Another reason for the emphasis 
on local taxes in Illinois is that most of the counties are 
sufficiently well-to-do to support local functions. Finally, 
the sentiment for home rule in Illinois is strong. 

An important result of the emphasis upon local taxes 
in Illinois is that the brunt of the burden falls upon 
property. This means in effect that real estate must carry 
the bulk of the load because personal property, especially 
intangibles, largely escapes assessment. In view of the 


PER CAPITA STATE AND LOCAL TAXES AND 
INCOME PAYMENTS TO INDIVIDUALS, 1947 


Per Capita : Percentage 

Per Capita to 
ncome 

Payments 


Income 


Tees Payments 


$114.43 $1,781 
101.39 1,643 
100.92 1,337 
91.99 1,624 
86.86 1,424 
48-State average 80.89 1,321 
Ohio 80.31 1,441 
67.76 1,287 
66.28 1,372 


Source: Department of Commerce. 


circumstances, it is not surprising that owners of real 
estate advocate an increase in state aid for the purpose of 
relieving their tax burden. In a period of increased needs 
and rising costs of government services, real estate taxes 
cannot be increased fast enough to eliminate financial 
difficulties for many local units. 

There is no clear-cut answer as to the extent to which 
an increase in state aid is warranted to relieve the tax 
burden on real estate. The complexity of the problem 
does not lend itself to statistical analysis. The tax on 
rental properties tends to be shifted at least in part to 
tenants; the tax on buildings used for commercial pur- 
poses is a part of the cost of doing business and, like 
other costs, affects the prices charged for goods and 
services. The extent to which shifting of real estate taxes 
occurs, however, cannot be determined statistically. 

The case for an increase in state aid in Illinois must 
be resolved with reference to the need for such an in- 
crease, not only to relieve the tax burden on real estate, 
but to provide better support for locally administered 
state functions. Flat grants or shared taxes would be the 
logical means of relieving the tax burden on real estate. 
The same result might be attained, however, either by 
securing a more complete assessment of personal property 
or by transferring certain functions of state-wide inter- 
est, such as tuberculosis sanitariums, to the state govern- 
ment. Equalization grants to provide minimum standards 
of service for such important state functions as educa- 
tion, highways, health, and welfare would be an appropri- 
ate means of providing increased state aid to local aids. 

In the case of education, it appears that increased 
aid is justifiable, within the limits of available state 
funds and the competing needs of other state services, to 
enable schools to attain the goal of the foundation pro- 
gram prescribed by the School Finance and Tax Com- 
mission in 1947, The extent to which increased state aid 
is justifiable for other functions cannot be determined 


even in general terms until minimum standards of serv- . 


ice have been established for such functions. 


Psychology in Business 
(Continued from page 2) 


the utility industry at present, he will add to capacity 
even though construction costs are high and financial 
terms not as attractive as he would like. 

Ordinarily, optimism and pessimism have objective 
origins. The businessman is not confident because he 
imagines prospects to be favorable but because things 
happening in the economy give him a clear indication that 
it is appropriate to move ahead. And when the decline 
comes, it comes not because he loses confidence, but be- 
cause the basic economic forces are changing. Typically, 
confidence tends to hold up after a downturn has set in; 
and a decline initiated by lack of confidence will not long 
continue if it is not reinforced by other factors. In the 
spring of 1947, psychology was entirely negative but 
could not overcome the basic strength. Again in the early 
months of 1948, pessimism passed without bringing on 
any serious recession. 

If a decline based on fear alone could “snowball into 
a recession,” then there would indeed be cause for con- 
cern. As things stand, the real economic forces in the 
present situation appear sufficient to compensate the 
effects of any fear-born decline and lend assurance of 
continued prosperity for another year or so at least. 
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LOCAL ILLINOIS DEVELOPMENTS 


In February, business activity in Illinois, as well as 
that of the nation, was characterized by a somewhat 
greater than seasonal downward adjustment, further re- 
flecting the effects of the transition from a seller’s market 
to more competitive conditions. Previous declines in Illi- 
nois business, like those of the nation generally, have been 
uneven, with mixed tendencies exhibited in some sectors. 
In February, the declines were more consistent and 
present business activity, though somewhat lower, is 
continuing at a very high level. 


Prices 


The consumer price index for Chicago declined 1.1 
percent between mid-January and mid-February, continu- 
ing the downward trend of the last four months. At 172.9, 
the index was 2.4 percent above the same period in 1948 
and 3.6 percent below the all-time high reached last Sep- 
tember. All major groups of commodities and services 
contributed to this over-all decrease in the month-to- 
month comparison, with the exception of fuel, electricity, 
and refrigeration, which remained unchanged. The only 
group to show a decline in the year-to-year comparison 
was food (down 1 percent). 

The chart below indicates that consumer prices in 
Chicago generally follow a pattern very similar to that 
in the nation as a whole, although Chicago prices have 
been on a noticeably higher level since price controls 
were removed in 1946. In recent years, dips and rises in 
Chicago consumer prices appear to precede slightly cor- 
responding changes in consumer prices in the nation. 

Retail food prices in Peoria and Springfield dropped 
3.6 and 3.7 percent, respectively, between mid-January 
and mid-February, but remained above the average for 
Chicago. Food prices in both cities were below the level 
of the same period in 1948. Largest drops were shown in 
meat, poultry and fish, eggs, and fats and oils, all declin- 
ing more than 6 percent. 


Labor 


The downward trend in manufacturing employment 
continued in February, declining almost 2 percent from 
January, and more than 7 percent as compared with 


CONSUMERS’ PRICES IN CHICAGO AND 
THE UNITED STATES 


(1935-1939 = 100) 


CHICAGO 
140 


1939 1941 1943 1945 1947 1949 
Source: Bureau of Labor Statistics. 


February, 1948. Only Elgin and Danville were sig. 
nificantly above the previous February. 

February manufacturing payrolls were down 2.5 per. 
cent from the previous month whereas total payrolls, 
manufacturing and nonmanufacturing, were down 2 per. 
cent, thus indicating a relatively larger drop in many. 
facturing than in nonmanufacturing payrolls. Compared 
with February, 1948, manufacturing payrolls declined 4 
percent. Rockford, Bloomington, and Quincy, with de- 
creases of over 18 percent in the year-to-year comparison, 
were well below the average for the State as a whole, 

According to the State Department of Mines and Min- 
erals, Illinois miners enjoyed their second safest year in 
State mining history last year. Incomplete data compiled 
by the department indicate that 1,020,000 tons of coal 
were mined per fatal accident. The only year to show a 
better record was 1946, when 1,048,000 tons were mined 
for each fatal accident. 


Construction and Development Projects 


Reversing the 10 percent decline from 1948 shown in 
January, building permit valuations rose in February to 
3 percent above February, 1948. The major part of this 
increase was due to the 17 percent gain in Chicago permit 
valuation. Extreme variability was again shown, with no 
consistent gains or losses for any section of the State. 

The Illinois Electric Cooperative Association plans to 
build two power plants, together with 3,000 miles of 
transmission line. A new organization, the Illinois State- 
wide Power Co-operative, will be formed to finance the 
project. Tentative locations for the plants are on the 
Illinois River at Beardstown and on the Wabash at 


. Maunie. Work is expected to start in the fall, and it is 


estimated that construction time will be three to five years, 

The A. E. Staley Manufacturing Company will com- 
plete the modernization of its soybean processing plant at 
Decatur by July, 1950, at a cost of “several million dol- 
lars.” The new solvent extraction process will completely 
replace the expeller process. 

An expenditure of $2,476,000 for flood control at 
Beardstown has been recommended by the Army District 
Engineer’s office. The recommendation, if approved by 
division engineers, will be forwarded to the Board of 
Engineers for Rivers and Harbors at Washington for 
presentation to Congress. 

To begin early construction on the $80,000,000 Con- 
gressionally approved Calumet Sag Channel in the Chi- 
cago area, a request for $5,000,000 in Federal funds was 
proposed in Congress last month. Three million dollars of 
the advanced appropriation sought would be used to 
dredge the first four miles of the 16-mile channel east of 
Sag Junction. Approximately 2,000,000 tons of freight a 
year is being carried over the present channel, and it is 
expected that within five years of the completion of the 
scheduled improvements 9,000,000 tons will be carried. 

Construction is getting under way this spring on the 
Cairo, Murdale, Harrisburg-Raleigh, and Logan County 
airports. Contracts, representing an expenditure of 
$360,000 of State funds, have been awarded for initial 
work. A total of $1,310,000 has been allocated to airports 
in Bloomington, Rockford, the Quad-cities, and William- 
son County, where construction work started last year. 
Additional allocations of $60,000 and $29,000 have been 
awarded to Decatur and Quincy, respectively, for im- 
provement of existing airport facilities. 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 
FEBRUARY, 1949 


Manufacturing! Building 
Employment & Payrollis Permits* 
(Indexes 1935-39=100) | (000) 
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Sources: ! Illinois Department of Labor. Data on employment and payrolls include plants in areas surrounding designated cities. 
"Research Departments of Federal Reserve Banks in Seventh (Chicago) and Eighth (St. Louis) Districts. * Local post office reports. 

* Total for cities listed. 
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INDEXES OF BUSINESS ACTIVITY 
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